
the Debtors to Pinnacle is approximately $10.7 million

(h) Potential Committee Litigation. At a hearing held before the
Bankruptcy Court on January 27,1998, counsel to the Committee indicated its intention
immediately to serve discovery demands in connection with a potential objection to the Debtors'
initial Joint Plan of Reorganization Plan filed on January 27, 1998 (the "Standalone Plan"). The
Committee's ex parte order authorizing discovery under Bankruptcy Rule 2004 was approved by
the Bankruptcy Court on February 5, 1998, and the Committee subsequently served subpoenas
for the production of documents on MobileMedia and other parties. If the Plan is confirmed, this
litigation will terminate.

(i) Agreement with Committee. Under an agreement dated as of
August 18, 1998 between the Debtors and the Committee (the "Committee Agreement"), the
Debtors cannot, without either the consent of the Committee or the approval of the Bankruptcy
Court: (a) terminate the Merger Agreement or withdraw the Plan; (b) knowingly take any action
that would give Arch the right to terminate the Merger Agreement; (c) agree to any material
modification to the Merger Agreement; or (d) make any material modification to the Plan. In
addition, the Committee has the right to request that the Debtors terminate the Merger Agreement
and, if the Debtors disagree with such termination. to request that the Bankruptcy Court order the
Debtors to do so.
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The Tower Transaction was the product of an extensive marketing and bidding
process conducted by the Debtors and Blackstone. Prior to executing the agreement with
Pinnacle, Blackstone, on behalf of the Debtors, contacted approximately 40 potential buyers of
the Tower Assets and executed confidentiality agreements with, and distributed Tower Asset
information to, approximately 30 of these potential buyers. After the potential buyers' review of
public and non-pUblic operating and financial information concerning the Tower Assets,
Blackstone requested preliminary expressions of interest from such third parties including, but
not limited to, their proposed acquisition price for the Tower Assets and sources of financing for
the acquisition. Subsequent to the Debtors' receipt and review of preliminary expressions of
interest, potential purchasers continued to conduct due diligence, including on-site review of the
Tower Assets. During such period, Blackstone continued to negotiate with Pinnacle and other
potential purchasers the respective terms and conditions for the Acquisition of the Tower Assets.
After extensive negotiations, the Debtors and Blackstone determined that Pinnacle's offer

represented the highest and best offer.
In connection with the agreement to sell the tower assets to Pinnacle, the Debtors

filed two motions on July 14, 1998. One motion sought to establish procedures for bidding on
the Tower Assets, including establishing a bidding deadline of August 7, 1998, and provided for
liquidated damages and the reimbursement of expenses to Pinnacle under certain circumstances.
This relief was granted on July 23, 1998. No bids were received by the bidding deadline. The
second motion sought Bankruptcy Court approval of the Tower Transaction, and authority to pay
the sale proceeds to the Pre-Petition Lenders. The relief requested in this Motion was granted on
August 10, 1998. The Tower Transaction was closed on September 3, 1998, and the cash
proceeds of $170 million were paid to the Pre-Petition lenders on the same day.



III. BUSINESS OF ARCH

Arch's strategic objective is to strengthen its position as one of the leading
nationwide paging companies in the United States, Arch believes that larger, multi-market
paging companies enjoy a number of competitive advantages, including: (i) operating
efficiencies resulting from more intensive utilization of existing paging systems; (ii) economies
of scale in purchasing and administration; (iii) broader geographic coverage of paging systems;
(iv) greater access to capital markets and lower costs pf capital; Iv) the ability to obtain additional

Arch, a Delaware corporation, is a leading provider of wireless messaging
services, primarily paging services, and is the second largest paging company in the United
States, based on EBITDA. Arch had 4.1 million pagers in service at June 30, 1998. Arch
operates in 41 states and more than 180 of the 200 largest markets in the United States. Arch
offers local, regional and nationwide paging services employing digital networks covering
approximately 85% of the United States population. Arch offers four types of paging services
through its networks: digital display, alphanumeric display, tone-only and tone-pIus-voice. Arch
also offers enhanced and complementary services, including voice mail, personalized greeting,
message storage and retrieval, pager loss protection and pager maintenance.
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Arch has achieved significant growth in pagers in service and EBITDA through a
combination of internal growth and acquisitions. From January I, 1995 through June 30, 1998,
Arch's total number of subscribers grew at a compound rate on an annualized basis of 79%. For
the same period on an annualized basis, Arch's compound rate of internal subscriber growth
(excluding pagers added through acquisitions) was 56, I%, From commencement of operations
in September 1986, Arch has completed 33 acquisitions representing an aggregate of 1.7 million
pagers in service at the time of purchase. For the twelve months ended June 30, 1998, Arch's
total revenues were $408.2 million, representing a compound growth rate on an annualized basis
of 61.7% since January 1, 1995. For the same period, Arch's EBITDA was $136.2 million,
representing a compound growth rate on an annualized basis of 78.4% since January 1, 1995,

(j) Approval of Initial Merger Motion. On August 20, 1998, as
required by the Merger Agreement, the Debtors filed a motion (the "Initial Merger Motion")
seeking Bankruptcy Court approval of the provisions of the Merger Agreement that relate to the
Debtors' and Arch's agreements to pay to one another "breakup fees" in certain circumstances, to
the Debtors' agreement to pay $500,000 to Arch in partial reimbursement of Arch's expenses in
connection with the negotiation and execution of the Merger Agreement and to the exclusive
dealing provisions of the Merger Agreement. The Initial Merger Motion also sought the
approval of the Bankruptcy Court for the Debtors' agreement to waive their rights to assert claims
against Arch's accountants in connection with such accountants having provided Ernst & Young,
LLP, the Debtors' accountants, access to certain confidential work papers in connection with the
due diligence of Arch undertaken by the Debtors. Finally, the Initial Merger Motion sought
approval of the Committee Agreement. The Bankruptcy Court granted the relief requested in the
Initial Merger Motion at a hearing held on September 4 1998,



A. Attempts to Sell Debtors' Business

After an extended period of negotiation and analysis, and after consultation with

IV ACQUISITION OF THE DEBTORS BY .ARCH AND FUTURE BUSINESS OF THE
REORGANIZED DEBTORS
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Subsequent to the filing of the Standalone Plan, various third parties contacted the
Debtors regarding possible transactions and the Debtors continued to engage in discussions and
negotiations with such parties. By letter dated March 17, 1998, Arch (having entered into a
preliminary agreement with Huff, Northwestern (each as defined below) and the Committee
regarding a potential transaction relating to the Debtors) submitted a revised proposal for a
business combination with the Debtors. Subsequent to that date, Arch and the Debtors each
conducted dee diligence and Arch, the Debtors, the Pre-Petition Agent and the Committee
engaged in lengthy negotiations in connection with the form and terms of the proposed
transaction and the form and amount of the consideration to be provided by Arch.

Subsequent to these discussions, the Debtors and Blackstone engaged in further
extensive negotiations and discussions with various parties that had expressed an interest in a
business combination with the Debtors. The Debtors and their professionals assisted these
parties in conducting further due diligence on the Debtors. On January 27,1998, having
determined that none of the proposals received from third parties were superior to the standalone
plan of reorganization that the Debtors had formulated. the Debtors filed the Standalone Plan ..
The Standalone Plan had the support of the Agent for the Debtors' Pre-Petition Lenders but was
opposed by the Committee .

During the pendency of the Cases, Blackstone, the Debtors' financial advisors and
investment bankers, conducted an extensive search for a third party purchaser of the Debtors'
business. To this end, Blackstone met with representatives of prospective purchasers, and a
number of prospective purchasers conducted "due diligence" reviews of the Debtors. By letter
dated August 26, 1997, the Debtors formally solicited preliminary proposals from prospective
purchasers. In response, the Debtors received preliminary conditional proposals from certain
prospective purchasers, including a proposal received from Arch by letter dated September 24..
1997. Upon receipt of the proposals, the Debtors' management and Blackstone provided the
financial advisors to the Committee and the Pre-Petition Agent with information regarding the
proposals, and engaged in discussions with the Committee and the Pre-Petition Agent (and their
respective advisors) regarding the proposals. At the same time, the Debtors and Blackstone had
numerous conversations with the parties making the proposals in order to clarify the terms of the
proposals and to provide such parties with the Debtors reactions to the proposals.

radio spectrum; (vi) the ability to offer high-quality services at competitive prices; and (vii)
enhanced ability to attract and retain management personnel. Arch believes that the current size
and scope of its operations afford it many of these advantages and that it has the scope and
presence to effectively compete on a national level.



Pursuant to Section 4.2(C)(3) of the Plan. the directors and officers of each Debtor

C. Composition of Management and Directors of the Reorganized Debtors

B. Capitalization and Structure of the Reorganized Debtors
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In addition to the survivor of the merger of Communications and Merger
Subsidiary, Arch will have other operating subsidiaries 'iubsequent to the Merger and, after
giving effect to the Merger on a pro forma basis, Arch would have long-term debt, total assets
and stockholders' equity of $1.3 billion, $1.8 billion and $322.3 million, respectively, at June 30,
1998.

16 To the extent the issues arising in connection with the Locate Entities have not been resolved
in the separate bankruptcy proceeding of the Locate Entities, the contributed assets of
MobileMedia will include its equity interests in the Locate Entities.

Section 4.2(B) of the Plan provides that effective as of the Effective Date but
immediately following the discharge of the DeblOrs described in Section 6.1 of the Plan, each of
the following transactions will occur in the order listed: (i) MobileMedia will contribute all of its
assets16 to Communications and thereafter immediately dissolve, at which time the separate
corporate existence of MobileMedia will cease; (iil Communications will merge with and into
Merger Subsidiary, and the separate corporate existence of Communications will cease as
contemplated by the Merger Agreement; (iii) MCCA will merge with and into a special purpose
Delaware corporation formed by Communications and a wholly owned direct subsidiary of
Merger Subsidiary as a result of the merger described in clause (ii) of this section ("Delaware
Subsidiary Co."); (iv) a number of merger transactions will be effected such that all of the
Debtors (other than MobileMedia, Communications and MCCA) will be merged with and into
Delaware Subsidiary Co.; and (v) Delaware Subsidiary Co. (as successor to MCCA) will
organize License Co. L.L.C as a wholly owned limited liability company of Delaware Subsidiary
Co. (as successor to MCCA) and will transfer the Licenses then held by it to License Co. L.L.C
Notwithstanding the foregoing, Arch and the Reorganized Debtors retain their right to make such
changes in the post-Effective Date corporate structure of Arch and the Reorganized Debtors as is
determined in the business judgment of Arch and Reof12.anized Communications.

the Committee and the Pre-Petition Agent and their respective financial advisors, the Debtors
determined that the agreement ultimately reached with Arch (as reflected in the Merger
Agreement prior to the First Amendment and in the Prior Plan) represented the highest and best
offer received and was superior to the Standalone Plan. On August 20, 1998, the Debtors filed
the Prior Plan and the Merger Agreement (prior to the First Amendment) with the Bankruptcy
Court. Subsequent to August 20, 1998, the Debtors, Arch, the Committee and the Standby
Purchasers engaged in further negotiations, which negotiations resulted in the First Amendment,
the Plan, and in associated amendments to other related documents, including the commitment
letters previously executed by the Standby Purchasers



2. Funding for the Plan and_M~rR~rAgreement.

1. The Merger.

D. Summary of the Merger Agreement
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In connection with the offering of the Rights and the Units, Arch has filed the
Registration Statement with the SEC under the Securities Act and will use its best efforts to have
the Registration Statement declared effective by the SEC as promptly as practicable. Arch has
agreed to cause the Rights to be issued as soon as practicable after the date the Registration

Arch intends to finance the cash necessary to fund the Plan and consummate the
Merger through (a) the offering to holders of Allowed Class 6 Claims of the Rights to purchase
the Units (which offering, together with any amounts paid by the Standby Purchasers under the
Standby Purchase Commitments (defined below) will yIeld proceeds of $217 million) and (b)(i)
borrowings under its existing credit facility, as amended and (ii) either borrowings under one or
more bridge or permanent debt facilities, or proceeds from the offering and sale of debt
securities, which borrowings or proceeds are expected to aggregate approximately $350 million,

The following is a brief summary of certain provisions of the Merger Agreement,
which is attached hereto in composite form as Exhibit B and is incorporated herein by reference
This summary is qualified in its entirety by reference to the Merger Agreement.

The Merger Agreement provides that, following the satisfaction of certain
specified conditions, including, without limitation, approval of the Plan by the Bankruptcy Court,
Communications will merge with and into Merger Subsidiary, a wholly-owned subsidiary of
Arch, with Merger Subsidiary being the surviving entity, which will then be renamed
"MobileMedia Communications, Inc," or such other name as Arch will determine prior to the
Effective Date.

will continue to serve in such capacities until the Effective Date. As of the Effective Date, the
directors and officers of each Debtor that is not a Reorganized Debtor will be terminated, the
directors and officers of Merger Subsidiary immediately prior to the Effective Date will become
the directors and officers of Reorganized Communications, and the directors and officers of
Delaware Subsidiary Co. immediately prior to the Effective Date will become the directors and
officers of Reorganized MCCA. The Debtors will file with the Bankruptcy Court no later than
ten (10) Business Days prior to the Voting Deadline a statement setting forth the office, the
names and affiliations of, and the compensation proposed to be paid to, the individuals intended
to serve as directors and officers of each Reorganized Debtor, as well as of Arch, on and after the
Effective Date. Pursuant to the transactions contemplated under the Plan, a designee of each of
Huff and Whippoorwill (each as defined below) will be elected to the Arch board of directors on
the Effective Date. On and after the Effective Date, each Reorganized Debtor will be governed
in accordance with such Reorganized Debtor's Certificate of Incorporation, as amended, in the
case of Merger Subsidiary, by the Certificate of Merger relating to the Merger.



Statement becomes effective, but not before approval of this Disclosure Statement by the
Bankruptcy Court. 17

17 The Rights and the mechanism used to establish the Rights Exercise Price are described more
fully in Section V.I.:i.

As addressed in Section V.D.1.(c), there are certain circumstances in which the
Standby Purchasers (including certain other persons and affiliates) will receive, proportionate to
their obligations to purchase Units and in lieu of Arch Common Shares, Arch Class B Common
Shares.
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The obligations of each Standby Purchaser under its Standby Purchase
Commitment are subject to a number of conditions, including without limitation: (i) that the
Confirmation Order, in a form reasonably satisfactory to the Standby Purchaser, shall have been
entered and shall have become a Final Order (as defined in the Merger Agreement), provided that
one Standby Purchaser may not assert this condition if all other Standby Purchasers, acting in
good faith, have waived the requirement of finality: (ii) the satisfaction or, with the written
consent of the Standby Purchaser, waiver of all conditions precedent to the obligations of each of
the parties to the Merger Agreement and all conditions precedent to the effectiveness of the Plan
(provided, that certain conditions may be waived without the written consent of the Standby

Contemporaneously with the execution and delivery of the Merger Agreement,
four groups of holders of Class 6 Claims (i.e., the Standby Purchasers) -- W.R. Huff Asset
Management Co., L.L.c., as agent for various discretionary accounts and affiliates ("Huff"), The
Northwestern Mutual Life Insurance Company and an affiliate (together, "Northwestern"), Credit
Suisse First Boston Corporation and Whippoorwill Associates, Inc., as agent for various
discretionary accounts ("Whippoorwill") -- entered into binding written commitments to become
Standby Purchasers and generally, in such capacity, to purchase, (a) their respective allocations
as holders of Class 6 Claims of Rights and (b) the Arch Capital Shares and Arch Warrants not
purchased by other Class 6 Creditors or their transferees pursuant to the Rights for an aggregate
purchase price of up to $217 million. On September ~ 1998, concurrent with the execution of
the First Amendment, each of the Standby Purchasers executed an amendment to its written
commitment (as so amended, collectively, the "Standby Purchase Commitments"). In
consideration of their purchase commitments contained in the Standby Purchase Commitments,
the Standby Purchasers will be issued, if no Rights Offering Adjustment has occurred, Arch
Warrants, and if a Rights Offering Adjustment has occurred, Arch Participation Warrants, in
each case, to purchase an aggregate number of Arch Common Shares equal to 2.5% of the
anticipated outstanding Arch Capital Shares on the Effective Date on a Fully Diluted basis. The
Standby Purchase Commitments require Arch to cause one nominee of Huff and one nominee of
Whippoorwill to be elected as directors of Arch for as long as Huff and Whippoorwill hold
specified percentages of Arch's equity securities. Arch also will enter into a Registration Rights
Agreement, substantially in the form attached as Exhibit C to the Merger Agreement, with the
Standby Purchasers (the "Standby Purchaser Registration Rights Agreement").



In addition to the Rights being offered 10 the holders of Allowed Class 6 claims, if

In addition, each Standby Purchase Commitment will terminate (i) on March 31,
1999, unless the Confirmation Order shall have been entered by the Bankruptcy Court on or
before such date, (ii) on June 30, 1999, unless the effectiveness of the Plan occurs on or before
such date, or (iii) if not theretofore terminated pursuant 10 one of the foregoing clauses, on the
date on which the Merger Agreement is terminated in accordance with the terms thereof.

Purchaser); (iii) the Shelf Registration Statement covering the resale of Arch Common Shares,
Arch Class B Common Shares and Arch Warrants by the Standby Purchasers shall be effective;
(iv) Arch shall have executed the Standby Purchaser Registration Rights Agreement; (v) any and
all amendments or modifications to the Merger Agreement or any consents or waivers delivered
by Arch or MobileMedia to the other under the Merger Agreement (with certain exceptions),
shall have been satisfactory to the Standby Purchaser; (vi) the representations and warranties
made in the Merger Agreement by Arch and MobileMedia shall have been accurate; (vii) Arch
shall have obtained the necessary financing to consummate the Merger (other than as a result of
the Standby Purchaser not fulfilling its commitment) on certain minimum terms; (viii) each other
Standby Purchaser shall have fulfilled its commitment; (ix) the Rights, Arch Common Shares,
Arch Class B Common Shares and the Arch Warrants shall be issued and distributed pursuant to
an exemption from registration under the Securities Act pursuant to section 1145 of the Code or
shall have been registered under the Securities Act, such Registration Statement shall have been
declared effective and no stop order shall be in effect; (x) an FCC order approving the transfer of
the Debtors' licenses and terminating the pending proceedings shall have become a Final Order
(as defined in the Merger Agreement), provided that a Standby Purchaser may not assert this
condition if each other Standby Purchaser, acting in good faith, shall have waived this provision
or if the reason that the FCC order shall not have become a Final Order is a result of action taken
by any present or former officer of MobileMedia considered or determined by the FCC to be an
alleged or an actual wrongdoer for purposes of the FCC proceeding; and (xi) any applicable
waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended
(the "HSR Act") shall have expired or been terminated early. The obligations of each Standby
Purchaser are also subject to the condition that there shall not have occurred between June 30,
1998 and the Confirmation Date (and between June 30. 1998 and the Effective Date if the
Effective Date is more than 90 days after the Confirmation Date), (i) any event or events (other
than those that affecting generally the economy or the industry in which Arch and the Debtors
conduct their respective businesses) that has had or would have a material adverse effect on the
business, assets (including licenses, franchises and other intangible assets), financial condition,
operating income or prospects of the Reorganized Debtors and Arch (the "Combined Company"),
(ii) any event or events involving a regulatory or statutory change and effecting generally the
industry in which Arch and MobileMedia conduct their respective businesses which would
materially and adversely affect the ability of the Combined Company to operate its business, or
(iii) an event or events affecting generally the industry in which Arch and MobileMedia conduct
their respective businesses but would not materially and adversely affect the ability of Combined
Company to operate its business (except that a Standby Purchaser may not assert such condition
if each of the other Standby Purchasers shall have waived this condition).
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3. Effective Date.

4. Representations and Warr1!ntie~

18 The Proxy Statement will also seek the approval of Arch's shareholders of two proposals
necessary to consummate the Merger and of the reverse stock split di scussed in Section I.E.
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In the Merger Agreement, each of MobileMedia Communications and Arch has
made certain representations and warranties regarding, among other things: (i) their respective
organization, qualification, corporate power and authority to enter into and perform their
respective obligations under the Merger Agreement; (ii) capitalization; (iii) the compliance of the
transactions contemplated by the Merger Agreement with their respective certificates of
incorporation and by-laws, certain contracts and applicable laws; (iv) subsidiaries; (v) the
accuracy of their respective financial statements; (vi) the absence of certain specified types of
changes in the business, assets (including licenses, franchises and other intangible assets),
financial condition, operating income and prospects of each party and their respective
subsidiaries, taken as a whole; (vii) the absence of undisclosed liabilities; (viii) taxes; (ix)
tangible assets; (x) owned real property; (xi) intellectual property; (xii) real property leases; (xiii)
certain contracts that are material to the respective parties; (xiv) the possession of licenses and
authorizations; (xv) the absence of lifgation:. (xvi) certain employment contracts and related

The Merger will be consummated (which consummation will be on the Effective
Date of the Plan) if and when each of the conditions described in Section IV.D.1 0 below is
satisfied or (where permissible) waived, and the parties file the Certificate of Merger with the
Secretary of State of the State of Delaware. The Merger will become effective upon the filing of
the Certificate of Merger with such Secretary of State or at such later time as may be provided for
in the Certificate of Merger.

a Rights Offering Adjustment has occurred, Arch's existing shareholders will be entitled to
exercise rights ("Arch Stockholder Rights") to purchase. in the aggregate, between 2.86 million
and 34.89 million Arch Capital Shares. If the Arch Stockholder Rights (offered pursuant to the
"Arch Stockholder Rights Offering") are fully exercised, the existing Arch Shareholders would
own 32.175% of the Arch Capital Shares, on a Fully Diluted Basis. At the election of each
Standby Purchaser, an allocable portion of the aggregate proceeds of the Arch Stockholder
Rights Offering may be applied to reduce the commitment of the electing Standby Purchaser. In
connection with the Arch Stockholder Rights Offering, Arch has filed a Proxy
StatementJProspectus with the SEC (the "Proxy Statement") and will use its best efforts to have
the Proxy Statement declared effective by the SEC as promptly as practicable. 18 The Arch
Stockholder Rights Offering will commence and terminate concurrently with the Rights Offering.
The Arch Stockholder Rights are described in Section V.lA. In the event any of the Arch
Stockholder Rights are not exercised, the holders thereof will automatically receive a warrant for
each Arch Stockholder Right not exercised (an "Arch Participation Warrant") for the purchase of
one Arch Common Share. The Arch Participation Warrants are described in Section V.I.6.



5. Certain Covenants and Agreem~!ltJ:i.

The representations and warranties in the Merger Agreement will not survive the
closing under the Merger Agreement.

Except as otherwise contemplated by the Merger Agreement and Plan and, in the
case of MobileMedia and Communications, except as otherwise required by "Bankruptcy
Related Requirements" as such term is defined in the Merger Agreement, Arch, MobileMedia,
Communications and the Merger Subsidiary have agreed, among other things (a) to use their
respective best efforts to consummate the Merger, (h) to work together to secure all necessary
approvals of regulatory authorities to the Merger, (c) to maintain their respective regulatory
licenses and authorizations and (d) to conduct their husmesses in the ordinary course of business.
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MobileMedia and Communications agreed to pay the net proceeds from the
Tower Transaction pro rata to the holders of the Allowed Class 4 Claims, which payment was
made on September 3, 1998, upon the closing of the Tower Transaction. MobileMedia and
Communications have further agreed to comply with certain operating restrictions during the
period from the date of the execution of the Merger Agreement until the earlier to occur of the
Effective Date or earlier termination of the Merger Agreement, except as required by law or
consented to by Arch. Among other operating restrictions, MobileMedia and Communications
have agreed not to (i) except for assets not in excess of S2,500,000, sell, lease, mortgage, pledge.
encumber or dispose of any of their assets or acquire or dispose of any assets, other than in the
ordinary course of business; (ii) except for permitted borrowings under the DIP Loan Agreement
in an aggregate amount as computed under Section 4.5(a)(ii) of the Merger Agreement (which
generally restricts borrowings in excess of amounts used for construction of the Debtors'
narrowband PCS network plus, at any time before December 31, 1998, $20 million, and, at any
time after January 1, 1999 through June 30, 1999, $30 million), create, incur or assume any
indebtedness for borrowed money not currently outstanding (including obligations in respect of
capital leases); assume, guarantee, endorse or otherwise become liable or responsible (whether
directly, contingently or otherwise) for the obligations of any other person; or make any loans,
advances or capital contributions to, or investments in. any other person; (iii) except for changes
to their payroll program as previously disclosed to Arch, enter into, adopt or amend any
employee benefit plan or severance agreements or arrangements, or (except for normal
adjustments in the ordinary course of business) increase in any material respect the compensation
or fringe benefits of, or modify the employment terms of their directors, officers or employees

matters; (xvii) employee benefit plans; (xviii) certain environmental matters; (xix) compliance
with applicable laws; (xx) certain information with respect to the parties' respective subscribers
and suppliers; (xxi) capital expenditures; (xxii) brokers' fees; (xxiii) the opinion of Arch's
financial advisor regarding the fairness of the Merger to Arch stockholders, and (xxiv) the
accuracy of certain information provided by each of the parties in connection with the various
documents to be filed with the applicable regulatory authorities in connection with the Merger
Agreement and the transactions contemplated therehy



6. No Solicitation by the Debtgrs.

Arch has agreed to similar categories of \'ovenants, which are contained in the
Merger Agreement.

The Merger Agreement provides that the Debtors and each of their respective
directors, officers, employees, financial advisors, representatives or agents may not directly or
indirectly, solicit, initiate, engage or participate in or encourage discussions or negotiations with
any person or entity (other than Arch) concerning any merger, consolidation, sale of material
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generally or pay any benefit not required by the terms of any existing employee benefit plan; (iv)
change in any material respect their accounting methods. principles or practices, except insofar as
may be required by a generally applicable change in GAAP; (v) pay any pre-petition liability
other than liabilities in connection with the assumption of pre-petition contracts and with respect
to wages, taxes, customer refunds and other related expenses that the Debtors are authorized to
pay by the Bankruptcy Court and adequate protection payments and the net cash proceeds of the
Tower Sale to the Pre-Petition Lenders; (vi) amend their certificates of incorporation, by-laws or
other comparable organizational documents; (vii) sell, assign, transfer or license any material
licenses, authorizations or intellectual property other than in the ordinary course of business;
(viii) enter into, materially amend, terminate, take or omit to take any action that would
constitute a material violation of or default under, or waive any material rights under, certain
licenses, contracts or agreements (except, with the consent of Arch, in connection with entering
into a transaction to replace the Tower Transaction); (iXI make or commit to make any capital
expenditure not set forth in the capital expense budget attached to the Merger Agreement; (x) (A)
declare, set aside or pay any dividends on, or make any other distributions (whether in cash,
securities or other property) in respect of, any of their outstanding capital stock (other than, with
respect to a subsidiary of MobileMedia, to its corporate parent)., (B) split, combine or reclassify
any of their outstanding capital stock or issue or authorize the issuance of any other securities in
respect of, in lieu of or in substitution for shares of their outstanding capital stock, or (C)
purchase, redeem or otherwise acquire any shares of outstanding capital stock or any rights,
warrants or options to acquire any such shares; (xi) issue, sell, grant or pledge any shares of their
capital stock, any other voting securities or any securities convertible into or exchangeable for, or
any rights, warrants or options to acquire, any such shares, voting securities or convertible or
exchangeable securities, other than upon the exercise of options, or upon the conversion or
exchange of securities, outstanding on the date of the Merger Agreement; (xii) take any action or
fail to take any action permitted by the Merger Agreement with the knowledge that such action or
failure to take action would result in any of the representations and warranties of
Communications set forth in the Merger Agreement becoming untrue in any material respect;
(xiii) make any material tax election or settle or compromise any material tax liability or any
pending or threatened suit or action other than consistent with the terms of the Plan or practice
since the Petition Date; (xiv) establish, or transfer any assets to., a trust for purposes of funding
any employee benefit plan, including, without limitation, a so-called "rabbi trust," except as
required by applicable law; or (xv) agree in writing or otherwise to take any of the foregoing
actions.



Agreement.

7. FCC Approval.

Arch is subject to similar restrictions. which are contained in the Merger
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8. Adgitional Agreements.
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As discussed in Sections II.A.8 and IV .~.2, the transfer of licenses contemplated
by the Merger is subject to the approval of the FCC. Arch and the Debtors agreed jointly to
prepare and file applications (the "FCC Applications") requesting the FCC's consent to the
consummation of the Merger (i) to the transfer of the control of the Debtors' FCC authorizations
to Arch and to the transfer of control of Arch's FCC authorizations from Arch's current
shareholders to Arch's shareholders immediately following the Merger and (ii) to the termination
ofthe hearing in WT Docket NO. 97-115, In the Matter of MobileMedia Corporation, et al. (the
"Hearing") without any further findings adverse to the Debtors or to the Debtors' authorizations
or otherwise materially affecting Arch's or the Reorganized Debtors' ability to own or operate the
properties, assets and business of the Debtors following the Merger. The FCC Applications were
filed on September 2, 1998. Arch and the Debtors further have agreed to cooperate in taking all
steps necessary to expedite the preparation, filing and prosecution of the FCC Applications and
that, should any person or entity challenge the grant of any FCC Application before the FCC
they will take such reasonable actions as are necessary to oppose such petition or challenge
before the FCC or defend such action and the order of the FCC before the judiciary diligently and
in good faith. The Debtors have also agreed to allow Arch to participate in any meetings or
hearings relating to the FCC Applications and a right to review in advance any correspondence.
agreements, or pleadings that may be submitted by tbe Debtors to the FCC or any other party to
the Hearing with regard to the FCC Applications

Notwithstanding the foregoing, if a third party other than Arch delivers to the
Debtors an unsolicited bona fide acquisition or business combination proposal superior to Arch's
for which proposal any necessary financing is committed or reasonably capable of being obtained
and which is likely to be consummated, the Debtors may, as required by bankruptcy law or the
fiduciary duties of the Board of Directors of MobileMedia and Communications, participate in
discussions or negotiations with such third party. The Debtors have agreed, however, not to
terminate the Merger Agreement until at least 48 hours ;lfter Arch's receipt of a copy of the third
party's superior proposal.

assets, tender offer for, recapitalization of or accumulation or acquisition of securities issued by
any Debtor, proxy solicitation or other business combination involving any Debtor (collectively,
"Debtor Acquisition Proposals"), or provide any non-public information concerning the business,
properties or assets of any Debtor to any person or entity (other than to Arch and the Debtors'
creditors in accordance with existing confidentiality arrangements). The Merger Agreement
further obligates the Debtors immediately to notify Arch of any inquiries in connection with any
Debtor Acquisition Proposals.



10. Conditions to the Merger ..

9. Employees and Employee Benefit Plans.

In addition, each of the Debtors and Arch has agreed to notify the other promptly
of any event or development that would (a) render any statement, representation or warranty in
the Merger Agreement inaccurate or incomplete in any respect, or (b) constitute or result in a
breach or failure to comply with any agreement or covenant in the Merger Agreement.
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After the Merger, Arch and Reorganized Communications will control the hiring,
retention and firing of the employees of Reorganized Communications. Subject to the
requirements of all applicable laws and transition periods for certain plans, all Reorganized
Communications employees will be transferred to Arch'..; employee benefit plans. Arch has
agreed to honor all vacation accrued by the Debtors employees, to honor the Debtors' 1998
Employee Incentive Program previously approved by the Bankruptcy Court and to give the
Debtors' employees "credit" for their years of service with the Debtors in connection with Arch's
employee benefit plans, to the extent permitted by applicable law

The Merger Agreement provides that the respective obligations of Arch, Merger
Subsidiary, MobileMedia and Communications to effect the Merger are subject to the satisfaction
or waiver of each of the following conditions: 0) the stockholders of Arch will have approved the
proposals necessary to consummate the Merger; (ii) no statute, rule, order, decree or regulation
will have been enacted or promulgated by any foreign or domestic governmental entity that
prohibits the consummation of the transactions contemplated thereby and all consents, orders and
approvals from all governmental entities and other persons or entities identified by
Communications and Arch will have been obtained and will be in effect; (iii) there will be no
order or injunction of a foreign or United States federal or state court or other governmental

The Merger Agreement provides that each party to the agreement will (a) afford
the other party and its representatives access to all of its respective facilities, properties, books.
contracts, commitments and records and make available copies of all reports and other
documents filed by such party with certain Federal or state governmental or regulatory
authorities, (b) cooperate in the preparation and filing of the Registration Statement filed with the
SEC, and to take any other actions required to be taken under applicable state blue sky or
securities laws in connection with the Rights Offering, (c) take all actions required to file with
the Federal Trade Commission and the United States Department of Justice the required
notifications under the HSR Act with respect to the transactions contemplated by the Merger
Agreement and to take any other actions to cause the waiting periods under the HSR Act to
terminate or expire at the earliest possible date, (d) cooperate in the preparation and filing of all
necessary documents, applications, notices, petitions and filings and use all reasonable efforts to
obtain all necessary permits, consents, approvals and authorizations of all governmental or
regulatory authorities and all other third parties. necessary or advisable to consummate the
transactions contemplated by the Merger Agreement and (e) periodically provide updated
financial information to the other.



The parties have agreed that the FCC Grant shall have become a "Final Order"
when no request for a stay is pending, no stay is in effect and any deadline for filing such a
request that may be designated by statute or regulation IS past; no petition for rehearing or
reconsideration or application for review is pending and the time for filing any such petition or
application is passed; the FCC does not have the action or decision under reconsideration on its
own motion and the time for initiating any such reconsideration that may be designated by statute
or rule has passed; and no appeal is pending or in effect and any deadline for filing any such
appeal that may be designated by statute or rule has passed. The parties have further agreed that

authority of competent jurisdiction in effect precluding, restraining, enjoining or prohibiting
consummation of the transactions contemplated by the Merger Agreement; (iv) the expiration or
early termination of any waiting period under the HSR Act will have occurred; (v) (1) the FCC
shall have issued an order (the "FCC Grant") both (A) consenting to the transfer of the Debtors'
FCC licenses and, to the extent requested by the parties .. to the transfer of Arch's FCC licenses
without any conditions that would result in a material adverse effect to Arch or the Debtors and
(B) terminating the pending FCC hearing without any findings or conclusions (x) that are
materially adverse to the Reorganized Debtors or that would have a material adverse effect on the
use of the Debtors' FCC licenses by the Reorganized Debtors following the Effective Date, or (y)
that impose any material monetary forfeiture on the Debtors or the Reorganized Debtors or retain
jurisdiction to impose any material monetary forfeitures in the future on Arch or the Reorganized
Debtors based on the activities of the Debtors prior to the Effective Date; and (2) either (A) the
FCC Grant has become a Final Order (as defIned below) or (B) any condition or conditions under
Arch's financing agreements related to the Merger to the effect that the FCC Grant shall have
become a Final Order (or any condition or conditions therein having a substantially similar
effect) shall have been satisfied or, if not satisfied, Arch's lenders shall have waived any such
condition or conditions (or any such condition or conditions having a substantially similar
effect); (vi) the Registration Statement has been declared effective and no stop order with respect
thereto will be in effect; (vii) the Arch Common Shares to be issued as contemplated by the Plan
and the Merger Agreement will have been approved for quotation on the Nasdaq National
Market; (viii) (1) the Confirmation Order, in a form reasonably satisfactory to Arch,
MobileMedia and Communications shall have been entered by the Bankruptcy Court; and (2)
either (i) the Confirmation Order shall have become a Final Order (as defined below) or (ii) any
condition or conditions under Arch's financing agreements related to the Merger to the effect that
the Confirmation Order shall have become a Final Order (or any condition or conditions therein
having a substantially similar effect) shall have been satisfied or, if not satisfied, waived; (ix) no
action, suit or proceeding will be pending or threatened by any governmental entity challenging
the validity of the actions taken by Arch, Communications or any of their respective subsidiaries
in connection with the confirmation of the Plan:. (x) the Effective Date will have occurred; and
(xi) the stock to be issued as contemplated by the Merger Agreement will be so issued and
distributed pursuant to the exemption from registration under the Securities Act provided by
section 1145 of the Code, will be freely tradeable by holders thereof who are not then affiliates of
Arch or "underwriters" under the Securities Act or section 1145(b)( I) of the Code and, except for
certificates issuable to such affiliates or underwriters. v.ill be represented by certificates bearing
no restrictive legend.
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the Confirmation Order shall become a "Final Order" when it has been in full force and effect for
eleven days without any stay or material modification or amendment thereof, and when the time
to appeal or petition for certiorari designated by statute or regulation has expired and no appeal or
petition for certiorari is pending or, if an appeal or petition for certiorari has been timely filed or
taken, the order or judgment of the tribunal has been affirmed (or such appeal or petition has
been dismissed as moot) by the highest court (or other tribunal having appellate jurisdiction over
the order or judgment) to which the order was appealed or the petition for certiorari has been
denied, and the time to take any further appeal or to seek further certiorari designated by statute
or regulation has expired.

The obligations of Communications and MobileMedia to consummate the
transactions to be performed by them in connection with the Merger is subject to the satisfaction,
or waiver by Communications and MobileMedia, of the following conditions: (i) the
representations and warranties of Arch contained in the Merger Agreement, which
representations and warranties will be deemed not to include any qualification or limitation with
respect to materiality, will be true and correct as of the Effective Date, with the same effect as
though such representations and warranties were made as of the Effective Time, except where the
matters in respect of which such representations and warranties are not true and correct would
not in the aggregate have a material adverse effect on the businesses, assets (including licenses,
franchises and other intangible assets), financial condition, operating income and prospects of

The obligation of Arch to consummate the transactions to be performed by Arch
in connection with the Merger is subject to the satisfaction, or waiver by Arch, of the following
conditions: (i) the representations and warranties of MobileMedia and Communications
contained in the Merger Agreement, which representations and warranties will be deemed not to
include any qualification or limitation with respect to materiality, will be true and correct as of
the Effective Date, with the same effect as though such representations and warranties were made
as of the Effective Date, except where the matters in respect of which such representations and
warranties are not true and correct would not in the aggregate have a material adverse effect on
the businesses, assets (including licenses, franchises and other intangible assets), financial
condition, operating income and prospects of the Debtors, taken as a whole; (ii) each of
MobileMedia and Communications will have performed or complied with its respective material
agreements and covenants required to be performed or complied with under the Merger
Agreement as of or prior to the Effective Date in all material respects; (iii) there will not have
occurred between the date of the Merger Agreement and the Effective Date an event that has had
a material adverse effect on the businesses, assets (including licenses, franchises and other
intangible assets), financial condition, operating income and prospects of the Debtors taken as a
whole; (iv) MobileMedia and Communications will have delivered to Arch a certificate (without
qualification as to knowledge or materiality or otherwise) to the effect that the preceding
conditions are satisfied in all respects; and (v) after each of the Registration Statement and the
Proxy Statement (as each such term is defined in the Merger Agreement) has been declared
effective, each of the Rights Offering and the Arch Stockholder Rights Offering will have
expired and Arch will have received aggregate proceeds therefrom (and/or from the closings
contemplated by the Standby Purchase Commitments! nf at least $217 million.
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II. Termination.

Arch and its subsidiaries, taken as a whole; (ii) Arch will have performed or complied with its
material agreements and covenants required to be performed or complied with under the Merger
Agreement as of or prior to the Closing in all material respects; (iii) there will not have occurred
between the date of execution of the Merger Agreement and the Effective Date an event that has
had material adverse effect on the businesses, assets (including licenses, franchises and other
intangible assets), financial condition, operating income and prospects of Arch and its
subsidiaries, taken as a whole; (iv) Arch's "poison pill" rights plan will not have been triggered;
and (v) Arch will have delivered to Communications and MobileMedia a certificate (without
qualification as to knowledge or materiality or otherwise) to the effect that such conditions are
satisfied in all respects.

The Merger Agreement provides that Arch and Communications may terminate
the Merger Agreement prior to the Effective Date only as follows: (a) Arch and Communications
may terminate the Merger Agreement by mutual written consent; (b) either Arch or
Communications may terminate the Merger Agreement by giving written notice to the other in
the event the other is in breach (i) of its representations and warranties contained in the Merger
Agreement, which representations and warranties will be deemed not to include any qualification
or limitation with respect to materiality, except where the matters in respect of which such
representations and warranties are in breach would not in the aggregate have a material adverse
effect on the business, assets (including licenses, franchises and other intangible assets), financial
condition, operating income and prospects of such party and its respective subsidiaries, taken as a
whole, or (ii) in respect of its material covenants or agreements contained in the Merger
Agreement, and in either case such breach is not remedied within 20 business days of delivery of
such written notice thereof (which notice will specify in reasonable detail the nature of such
breach); (e) (i) after March 31, 1999, Arch may terminate the Merger Agreement by written
notice to Communications if the Confirmation Order has not been entered by the Bankruptcy
Court OIl or prior to such date (unless such failure results primarily from a breach by Arch of any
representation, warranty or covenant contained in the Merger Agreement) or (ii) after June 30,
1999, Arch may terminate the Merger Agreement by giving written notice to Communications if
the Merger will not have occurred on or before such date (unless the failure results primarily
from a breach by Arch of any representation, warranty or covenant contained in the Merger
Agreement); (d)(i) after March 3 L. 1999, Communications may terminate the Merger Agreement
by written notice to Arch if the Confirmation Order has not been entered by the Bankruptcy
Court on or prior to such date (unless the failure results primarily from a breach by
Communications of any representation, warranty or covenant contained in the Merger
Agreement) or (ii) after June 30, 1999, Communications may terminate the Merger Agreement
by giving written notice to Arch if the Merger will not have occurred on or before such date
(unless the failure results primarily from a breach by Communications of any representation,
warranty or covenant contained in the Merger Agreement); (e) Communications may terminate
the Merger Agreement if it has decided to pursue a Communications Superior Proposal (as
defined in the Merger Agreement) by giving written notice to Arch, provided that on or before
such termination Communications will have paid the Breakup Fee to Arch (as defined in Section
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12. Effect of Termination; Payment 9f Fees.

If any party terminates the Merger Agreement, all obligations of Arch and
Communications thereunder will generally terminate without any liability of any party to any
other party, except for any liability of any party for willful or intentional breaches of the Merger
Agreement, and except for Communications's obligation to pay the Breakup Fee to Arch (as
defined in Section IV.D.12), if applicable, and Arch's ohligation to pay the Breakup Fee to
Communications (as defined in Section IV.D.1 ~), if applicable, which will survive any such
termination.

Pursuant to the terms of the Merger Agreement, on August 20, 1998,
Communications filed the Initial Merger Motion seeking approval of the Bankruptcy Court for
the breakup fees and the no solicitation provisions of the Merger Agreement. The Initial Merger
Motion also sought Bankruptcy Court approval for the Debtors' agreement to pay Arch $500,000
in partial reimbursement of Arch's expenses incurred in connection with the negotiation and
execution of the Merger Agreement. The relief requested in the Initial Merger Motion was
granted by the Bankruptcy Court at a hearing held on September 4, 1998.
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The Merger Agreement provides that in the event that (i) Arch terminates the
Merger Agreement as a result of a material breach of a representation, warranty or covenant by
Communications or as a result of the failure of the Confirmation Order to be entered on a timely
basis due to the failure of the holders of Claims in Classes 4, 5 or 6 to vote in favor of the Plan,
or due to the withdrawal or amendment of the Plan. or the filing of any other plan of
reorganization by Communications, in either case without Arch's consent, (ii) Communications
sells or otherwise transfers other than to Arch all or any substantial portion of its assets as part of
a sale approved pursuant to section 363 of the Code, or I iii) Communications has terminated the
Merger Agreement in connection with a Company Superior Proposal (as defined in the Merger
Agreement) (each of the foregoing being a "Breakup Event"), and at the time of any such
Breakup Event Arch is not in material breach of any material covenant or obligation required to
be performed by Arch thereunder at or before such time and is not in breach of its
representations and warranties contained in the Merger /\greement (except where the matters in
respect of which such representations and warranties are in breach would not in the aggregate
have a material adverse effect on Arch), then CommunICations will pay to Arch as promptly as

IV.D.12); (f) Communications may terminate the Merger Agreement by giving written notice to
Arch if (i) the Arch Board does not issue the Arch Recommendation prior to the Special Meeting
or withdraws or amends in a manner adverse to Communications the Arch Recommendation or
otherwise materially breaches its obligations with respect to soliciting proxies from its
stockholders for approval of the two necessary shareholder proposals to be considered at a
special shareholder meeting or (ii) at this meeting either of the two necessary shareholder
proposals is not approved by the requisite vote of Arch's stockholders; (g) Arch may terminate
the Merger Agreement by giving written notice to Communications if Communications or any of
its subsidiaries files either an amendment to the Plan in a manner that is in violation of the
Merger Agreement or files any other plan of reorganization,
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E. Business of the Reorganized Debtor...

The Debtors anticipate that, as subsidiaries of Arch subsequent to the Effective
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practicable after demand therefor (but in no event later than the third business day thereafter)
$25.0 million, (the "Breakup Fee to Arch").

Subsequent to the Effective Date, Reorganized Communications will be a wholly
owned subsidiary of Arch. The Debtors and Arch have jointly prepared pro forma unaudited
statements of operations, balance sheets and statements of cash flow (the "Combined Company
Projections"), which are attached hereto as Exhibit E and discussed in Section VII, "Feasibility of
the Plan". As noted in Section VII, the assumptions underlying these projections are subject to
significant business, economic and competitive uncertainties and contingencies, many of which
are beyond the Debtors' and Arch's control. There generally will be a difference between
projections of future performance and actual results because certain events and circumstances
may not occur as expected These differences could be material

In the event that Communications tenninates the Merger Agreement as the result
of Arch being in material breach of its representations. warranties and covenants, the failure of
the Arch Board to recommend to its shareholders proposals for the increase in Arch Capital
Shares and for the issuance of Arch Capital Shares under and in connection with the Merger
Agreement and the Plan, or the failure of such shareholder proposals to be approved at the
Special Meeting, or Arch or Communications tenninates the Merger Agreement as a result of
Arch's failure to obtain the financing necessary to effect the transactions contemplated by the
Merger Agreement and the Plan, and at the time of such termination Communications is not in
material breach of any material covenant or obligation required to be performed by
Communications thereunder at or before such time and is not in breach of its representations and
warranties contained in the Merger Agreement (except where the matters in respect of which
such representations and warranties are in breach would not in the aggregate have a material
adverse effect on Communications), then Arch will pay to Communications as promptly as
practicable after demand therefor (but in no event later than the third business day thereafter) the
amount of $32.5 million (the "Breakup Fee to Communications")

THE DEBTORS AND ARCH HAVE PREPARED THE PROJECTIONS
ATTACHED AS EXHIBIT E TO THIS DISCLOSURE STATEMENT IN CONNECTION
WITH THE PLANNING AND DEVELOPMENT OF THE PLAN. THE PROJECTIONS
ASSUME THAT THE PLAN WILL BE SUCCESSFULLY IMPLEMENTED AND THE
MERGER AGREEMENT WILL BE CONSUMMATED ON THE TERMS DESCRIBED IN
THIS DISCLOSURE STATEMENT. THE PROJECTIONS, WHICH WERE PREPARED AS
DESCRIBED THEREON, ARE SUBJECT TO BUSINESS, ECONOMIC AND OTHER
UNCERTAINTIES INHERENT IN DEVELOPINC; PROJECTIONS, AS DISCUSSED IN
SECTIQI-LYIL "FEASIBILITY OF THE PLAN"



I . SEC Matters.

F. General Description of Regulatory Matters Relating to the Plan

2. Projected Capital Expenditures
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3. Interest Expense.

Date, the Reorganized Debtors will continue to provide paging services and products to their
customers and otherwise operate their business in substantially the same manner as they currently
do. Arch and the Debtors have projected that their pro forma net revenue will be approximately
$841.2 million for the year ending December 31, 1999. and that EBITDA will be approximately
$255 million for the year ended December 31, 1999. These numbers are exclusive of anticipated
cost savings resulting from the business combination.

As noted in Section IV.G.IO, "High Degree of Leverage After the Merger", Arch
currently is, and after the Merger will continue to be, highly leveraged. Subsequent to the
Merger, Arch will have outstanding indebtedness for borrowed money of approximately $1.3
billion (on a pro forma basis as of June 30, ]998). Arch's annual interest expense for 1999 is
projected to be $146 million.

The bulk of the pro forma combined projected capital expenditures relates to the
purchase of new pagers and the construction and upgrading of network infrastructure, including
construction of a portion of a narrowband PCS network Capital expenditures for 1999 are
currently estimated to aggregate approximately $] 94 million. Subsequent to the Merger, Arch
may undertake certain expenditures in connection with upgrading management information
systems, improving order fulfillment operations and adding additional customer service centers
These projected capital expenditures will either be paid from internally generated funds or will be
financed externally as Arch's financial position and existing indebtedness permit. The Debtors
and Arch have estimated their projected capital expenditure requirements based on their
projected needs, the change in historical costs and anticipated future costs.

The discussions of regulatory matters contained in the following and other
Sections ofthis Disclosure Statement describe certain actions that the Debtors (and Arch) have
taken or will take to satisfy the regulatory conditions precedent to the effectiveness of the Merger
Agreement and the Plan. The Debtors, however, reserve the right to take or seek such alternative
and different actions or relief from that described hereIn as they may from time to time deem
appropriate.

Arch has filed (or intends to file) registration statements with the SEC vlith
respect to the issuance of (a) the Rights, (b) the Arch Common Shares, the Arch Class B
Common Shares and the Arch Warrants (if applicable) issuable upon exercise of the Rights or
otherwise to the Standby Purchasers, (c) the Arch Stockholder Rights, (d) the Arch Common
Shares issuable upon exercise of the Arch Stockholder Rights, (e) the Arch Participation



G. Information Relevant to the Risks Posed to Creditors Under the Plan

2. FCC and State Regulatory Matt~[~.

1. Risk of Delay or Non-:Q.ff,uf[~)]ce ~2fJhe Confirmation Date and the
EffeC;Jiye Date.
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The Debtors intend to transfer their FCC licenses to the Reorganized Debtors and
to merge with Merger Subsidiary pursuant to the Plan in accordance with the FCC's Second
Thursday doctrine. FCC approval of the transfer of ownership of more than 50% of the equity
securities of Arch is also necessary. On September 2.. 1998, the Debtors and Arch jointly filed
the FCC Applications to transfer licenses and to consummate the Merger in accordance with the
Second Thursday doctrine. It is a condition to effectiveness of the Plan that the FCC approves
the transfer of the licenses and the Merger, thereby granting the FCC Applications, on terms that
do not impair the feasibility of the Plan and permit the Plan and the Merger to be implemented
and consummated.

The following is a summary of certain matters that should be considered, together
with all other relevant matters, in connection with the Plan. This summary is not intended to be a
complete list of important matters that persons voting on the Plan should consider. Because it is
anticipated that subsequent to the Effective Date, the Reorganized Debtors will be wholly owned
subsidiaries of Arch, and that holders of Allowed Class 6 Claims will receive under the Plan a
substantial equity interest in Arch, certain of the matters addressed below relate exclusively to
Arch. Holders of Voting Claims against the Debtors should analyze and evaluate the Plan and
the other information set forth in this Disclosure Statement and in the Exhibits hereto with their
respective advisors in determining whether to vote to accept or reject the Plan.

Warrants, if issued and (f) the Arch Common Shares issuable upon exercise of the Arch Warrants
or Arch Participation Warrants (as applicable). The Debtors believe that the provisions of
section I 145(a)(l) of the Code exempt the offer and distribution by Arch of the Arch Common
Shares that constitute the Creditor Stock Pool from federal and state securities registration
requirements. Section 1145 of the Code provides an exemption from registration under the
Securities Act and state securities laws of the securities of a debtor or, among others, of a
successor to a debtor under a plan, with exceptions for certain categories of holders. See Section
V.H for a discussion of certain matters related to the ownership and resale of securities issued
pursuant to the Plan.

The Plan can only be confirmed if it complies with various legal requirements set
forth in the Code and outlined below. Moreover, the occurrence of the Effective Date is subject
to various conditions set forth in the Plan and in the Merger Agreement that must be satisfied or,
in some instances, waived prior to the occurrence of the Effective Date. See Section V.B,
"Conditions to Effectiveness of the Plan". There may be delay in satisfying the conditions to the
occurrence of the Effective Date, and there is no assurance that these conditions will be met (or.
as applicable, waived). Reference should be made to the Plan, to Article V of the Merger
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3. Certain Risks Associated wi!!LArch's Existing Debt and Contracts.

Agreement and to Section V.B for a description of these conditions.
2. Challenges of Business Integrati9!!.

Arch is currently party to various contractual arrangements, including, without
limitation, various contracts with governmental authorities, credit agreements and indentures and
similar agreements, under which the consummation of the Merger and the other transactions
contemplated by the Merger Agreement and the Plan could (a) result in a breach, violation,
default or conflict, (b) give other parties thereto rights of termination or cancellation or (c) have
other adverse consequences for Arch. The magnitude of any such adverse consequences may
depend upon, among other factors, the diligence and vigor with which other parties to such
contracts may seek to assert any such rights and pursue any such remedies, and the ability of
Arch to resolve such matters on acceptable terms. tJnder the indentures governing notes issued
by Arch and its wholly owned subsidiary Arch Communications, Inc. ("ACI") having an
aggregate principal balance of approximately $719 .. 5 million as of July 31,1998, Arch and ACI
would be obligated to offer to repurchase such notes at an aggregate principal amount of such
notes, plus accrued and unpaid interest and liquidated damages, upon a change of control as
defined therein. Arch believes that consummation of the Merger and the other transactions
contemplated by the Merger Agreement and the Plan will not constitute such a change in control.
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There can be no assurance that the expectations regarding the future operations of
Arch following the Merger will be fulfilled. The success of the Merger will depend in part on the
ability of Arch to effectively integrate the businesses of Arch and the Reorganized Debtors. The
process of integrating the businesses of Arch and the Reorganized Debtors may involve
unforeseen difficulties and may require a disproportionate amount of time and attention of Arch's
management and financial and other resources of Arch following the Merger. Although it is
anticipated that the Merger will provide the opportunity for cost savings and efficiencies, there
can be no assurance as to the timing or amount of cost savings or efficiencies that may ultimately
be attained. Certain of the anticipated benefits of the Merger may not be achieved if the existing
operations or Arch and the Debtors are not successfully integrated in a timely manner. The
difficulties of such integration may initially be increased by the necessity of coordinating
geographically separated organizations and integrating personnel with disparate business
backgrounds and corporate cultures. There can be no assurance that Arch will be able to
integrate effectively the Reorganized Debtors' operations or, even if integrated, that Arch's
operating performance after the Merger will be successful. If Arch is not successful in
integrating the Reorganized Debtors' operations, or if the integrated operations fail to achieve
market acceptance, Arch could be materially adversely affected. [n addition, following the
Merger, the implementation of Arch's business strategy will be subject to numerous other
contingencies beyond the control of Arch, including general and regional economic conditions,
interest rates, competition, changes in regulation and the ability to attract and maintain skilled
employees. As a result, no assurance can be given that lhe Merger will be successful or that
Arch's business strategies will prove effective or that Arch will achieve its goals after the Merger.



4. Transaction Costs.

6. Growth and Acquisition Strat~g)

5. Substantial Amortization Cha!:&~~.
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Although it is expected that the foregoing matters will not have a material adverse effect on
Arch, there can be no assurance that other parties will not allege that the Merger constitutes
either a breach or default or a change in control of Arch

Arch estimates that it will incur direct transaction costs of approximately $25
million associated with the Merger. This amount is a preliminary estimate only and is therefore
subject to change. There can be no assurance that Arch will not incur significant additional
charges to reflect costs associated with the Merger

A significant effect of the purchase accounting in connection with the Merger will
be to record a substantial amount of goodwill and other intangible assets that will result in
substantial amortization charges to the consolidated income of Arch over the useful lives of such
assets. The incremental amount of such charges is estimated to be approximately $45.6 million
per year for approximately ten years. However, actual charges could vary significantly in the
event the underlying assets are impaired or the related useful lives are less than currently
estimated.

Arch believes that the paging industry has experienced, and will continue to
experience, consolidation due to factors that favor larger, multi-market paging companies,
including (a) the ability to obtain additional radio spectrum, (b) greater access to capital markets
and lower costs of capital, (c) broader geographic coverage of paging systems, (d) economies of
scale in the purchase of capital equipment, (e) operating efficiencies and (f) enhanced access to
executive personneL

Each of Arch and the Debtors has pursued, and, if the Merger is consummated,
Arch intends to continue to pursue, acquisitions of paging businesses as a key component of its
growth strategy. However, the process of integrating acquired paging businesses may involve
unforeseen difficulties and may require a disproportionate amount of the time and attention of
Arch's management. No assurance can be given that suitable acquisitions can be identified,
financed and completed on acceptable terms, or that any future acquisitions by Arch will be
successful.

Implementation of Arch's growth strategy will be subject to numerous other
contingencies beyond the control of its management. These contingencies include national and
regional economic conditions, interest rates, competition, changes in regulation or technology
and the ability to attract and retain skilled employees. Accordingly, no assurance can be given
that Arch's growth strategy will prove effective or that its goals will be achieved.



8. Competition and Technological J::hange.

7. Future Capital Needs; Uncertain!y of Additional Funding.

Arch and the Debtors each face competition from other paging service providers
in all markets in which they operate, as well as from certain competitors that hold nationwide
licenses. Monthly fees for basic paging services have. in general, declined in recent years, due in
part to competitive conditions, and Arch may face significant price-based competition in the
future which could have a material adverse effect on them. Certain of Arch's and the Debtors'
competitors possess greater financial, technical and other resources than will Arch following the
Merger. A trend towards increasing consolidation 10 the paging industry in particular and the
wireless communications industry in general in recent years has led to competition from
increasingly larger and better capitalized competitors. If any of such competitors were to devote
additional resources to the paging business or focu~ on Arch's or the Reorganized Debtors'
particular markets, there could be a material adverse effect on them following the Merger.
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Competitors are currently using and developing a variety of two-way paging
technologies. Neither Arch nor the Debtors presently offer their customers such two-way
services, other than as a reseller. Although such services generally are higher priced than
traditional one-way paging services, technological improvements could result in increased
capacity and efficiency for such two-way paging technologies and, accordingly, could result in
increased competition for Arch or the Reorganized Debtors. Future technological advances in
the telecommunications industry could increase new services or products competitive with the
paging services provided by Arch or the Reorganized Debtors or could require Arch and the
Reorganized Debtors to reduce the price of their paging services or incur additional capital
expenditures to meet competitive requirements. Recent and proposed regulatory changes by the
FCC are aimed at encouraging such technological advances and new services. Other forms of
wireless two-way communications technology, including cellular and broadband personal
communications services ("PCS"), and specialized mobile radio services, also compete with the
paging services that Arch and the Debtors currently provide. While such services are primarily
focused on two-way voice communications, service providers could elect to provide paging
services as an adjunct to their primary servict~s. Technological change also may affect the value

Arch's business strategy requires, and subsequent to the Merger will continue to
require, the availability of substantial funds to finance the continued development and future
growth and expansion of its operations, including possible acquisitions. The amount of capital
required by Arch following the Merger will depend upon a number of factors, including
subscriber growth, the type of paging devices and services demanded by customers, service
revenues, technological developments, marketing and sales expenses, competitive conditions, the
nature and timing of Arch's NPCS strategy, acquisition strategies and other opportunities. No
assurance can be given that additional equity or debt financing will be available to Arch when
needed on acceptable terms, if at all. The unavailability of sufficient financing when needed
could have a material adverse effect on Arch and its ability to make payments with respect to its
outstanding indebtedness when due.
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9. Government Regulation, ForeigI10wnership and Possible RedemptioIl.

of the pagers owned by Arch and the Reorganized Debtors and leased to their respective
subscribers. If Arch's or the Reorganized Debtors' subscribers request more technologically
advanced pagers, including, but not limited to, two-way pagers, Arch or the Reorganized Debtors
could incur additional inventory costs and capital expenditures if required to replace pagers
leased to its subscribers within a short period of time. Such additional investment or capital
expenditures could have a material adverse effect on Arch and the Reorganized Debtors. There
can be no assurance that Arch or the Reorganized Debtors will be able to compete successfully
with current and future competitors in the paging business or with competitors offering
alternative communication technologies.

The FCC's review and revision of rules affecting paging companies is ongoing
and the regulatory requirements to which Arch and the Debtors are subject may change
significantly over time. For example, the FCC has decided to adopt a market area licensing
scheme for all paging channels under which carriers would be licensed to operate on a particular
channel throughout a broad geographic area (for example. a Major Trading Area as defined by
Rand McNally) rather than being licensed on a site-by-site basis. These geographic area licenses
will be awarded pursuant to auction. Incumbent paging licensees that do not acquire licenses at
auction will be entitled to interference protection from the market area licensee. Arch and the
Debtors are each participating actively in this proceeding in order to protect their existing
operations and retain flexibility, on an interim and long-term basis, to modify systems as
necessary to meet subscriber demands. The FCC has issued a Further Notice of Proposed
Rulemaking in which the FCC seeks comments on, among other matters, whether it should
impose coverage requirements on licensees with nationwide exclusivity (such as Arch and the
Debtors ), whether these coverage requirements should be imposed on a nationwide or regional
basis and whether, if such requirements are imposed. failure to meet the requirements should
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The paging operations of Arch and the Debtors are subject to regulation by the
FCC and various state regulatory agencies. The FCC paging licenses granted to Arch and the
Debtors are for varying terms of up to 10 years, at the end of which renewal applications must be
approved by the FCC. In the past, paging license renewal applications generally have been
granted by the FCC upon a showing of compliance with FCC regulations and of adequate service
to the public. With the exception of the pending FCC proceeding regarding the Debtors'
qualifications to remain an FCC licensee, Arch and the Debtors are unaware of any
circumstances that would prevent the grant of any pending or future renewal applications;
however, no assurance can be given that any of Arch's or the Debtors' renewal applications will
be free of challenge or will be granted by the FCC. illS possible that there may be competition
for radio spectrum associated with licenses as they expire, thereby increasing the chances of third
party interventions in the renewal proceedings. Other than those renewal applications still
pending, the FCC has thus far granted each license renewal application that Arch and the Debtors
have filed. There can be no assurance that the FCC and various state regulatory agencies will not
propose or adopt regulations or take actions that would have a material adverse effect on Arch or
the Debtors or, if the Merger is consummated. on the combined company following the Merger
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result in a revocation of the entire nationwide license or merely a portion of the license. If the
FCC were to impose stringent coverage requirements on licensees with nationwide exclusivity,
Arch and the Debtors might have to accelerate the build-out of their systems in certain areas.

Moreover, in a rulemaking proceeding pertaining to interconnection between local
exchange carriers ("LECs") and commercial mobile radio services ("CMRS") providers such as
the Debtors and Arch, the FCC has concluded that LEe" are required to compensate CMRS
providers for the reasonable costs incurred by such providers in tenninating traffic that originates
on LEC facilities, and vice versa. Consistent with this ruling, the FCC has detennined that LECs
may not charge a CMRS provider or other carrier for terminating LEC-originated traffic or for
dedicated facilities used to deliver LEC-originated traffic to one-way paging networks, nor may
LECs charge CMRS providers for number activation and use fees. These interconnection issues
are still in dispute, and it is unclear whether the FCC will maintain its current position.
Depending on further FCC disposition of these issues. ,<'\rch and the Debtors mayor may not be
successful in securing refunds, future relief or both, with respect to charges for tennination of
LEe-originated local traffic. If these issues are ultimately resolved by the FCC in Arch's and the
Debtors' favor, then Arch and the Debtors will pursue relief through settlement negotiations,
administrative complaint procedures or both .. If these Issues are ultimately decided in favor of
the LECs, Arch and the Debtors likely would be required to pay all past due contested charges
and may also be assessed interest and late charges for the withheld amounts .. Although these

Changes in regulation of Arch's and the Debtors' paging businesses or the
allocation of radio spectrum for services that compete with Arch's and the Debtors' business
could adversely affect their results of operations. In addition, some aspects of the 1996 Act may
place additional burdens upon them or subject them to increased competition. For example, the
FCC has adopted new rules that govern compensation to be paid to pay phone providers which
has resulted in increased costs for certain paging services including toll-free 800 number paging.
Arch and the Debtors have generally passed these costs on to their subscribers, which makes

their services more expensive and which could affect the attraction or retention of customers;
however, there can be no assurance that Arch and the Reorganized Debtors will be able to
continue to pass on these costs. These rules are the subJect of several judicial appeals. In
addition, the FCC also has adopted new rules regarding payments by telecommunications
companies into a revamped fund that will provide for the widespread availability of
telecommunications services, including to low-income consumers ("Universal Service"). Prior to
the implementation of the 1996 Act, Universal Service obligations largely were met by local
telephone companies, supplemented by long-distance telephone companies. Under the new rules,
certain telecommunications carriers, including Arch and the Debtors, are required to contribute to
a revised fund created for Universal Service (the "Universal Service Fund"). In addition, certain
state regulatory authorities have enacted, or have indicated that they intend to enact, similar
contribution requirements based on state revenues. Neither Arch nor the Debtors can yet know
the impact of these state contribution requirements, if enacted and applied to Arch and the
Debtors. Moreover, neither Arch nor the Debtors is able at this time to estimate the amount of
any such payments that it will be able to bill to their subscribers; however, payments into the
Universal Service Fund will likely increase the cost of doing business.
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10. High Degree of Leverage Aft~!Jbe Mer~r,

requirements have not to date had a material adverse effect on Arch or the Debtors, these or
similar requirements could in the future have a material adverse effect on Arch or the
Reorganized Debtors.

Each of Arch and Communications is, and after the consummation of the Merger
the combined company will continue to be, highly leveraged. At June 30, 1998, Arch's total
long-term debt was $1.0 billion compared with total assets of $971.5 million and latest six-month
annualized EBITDA of $139.5 million. Communications' total long-term debt was $1.1 billion
compared with total assets of $596.4 million and latest six month annualized EBITDA (before
restructuring costs) of $123.8 million atJune 30, 1998, After giving effect to the Merger, the
sale of the Tower Assets to Pinnacle, the elimination of the Debtors' pre-petition debt under the
Plan and the incurrence of additional debt by Arch in connection with the Merger, on a pro forma
basis at June 30, 1998, the combined company would have had long-term debt of $1.3 billion
compared with total assets of $1.8 billion and latest six-month annualized EBITDA of $250.9
million. Arch's high degree of leverage may have adverse consequences for Arch, including: (a)
if necessary, the ability of Arch to obtain additional financing for acquisitions, working capital,
capital expenditures or other purposes, may be impaired or extinguished or such financing may
not be available on acceptable terms, if at alL (b) a substantial portion of the EBITDA of Arch
will be required to pay interest expense, which will reduce the funds which would otherwise he
available for operations and future business opportunitie"l; (c) the amended credit facility and the
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The Communications Act also limits foreign investment in and ownership of
entities that are licensed as radio common carriers by the FCC. Arch and MobileMedia own or
control several radio common carriers and are accordingly subject to these foreign investment
restrictions. Because Arch and MobileMedia are each individually parents of radio common
carriers (but are not radio common carriers themselves), Arch and MobileMedia are limited to
having 25% of their stock owned or voted by aliens or their representatives, a foreign
government or their representatives or a foreign corporation. The FCC has the authority to waive
this restriction unless the public interest would be served by denying such waiver. In connection
with the World Trade Organization Agreement (the "WTO Agreement") -- agreed to by 69
countries -- the FCC adopted rules effective February l), 1998 that create a very strong
presumption in favor of such a waiver if the foreign investor's home market country signed the
WTO Agreement. Arch's and MobileMedia's subsidiaries that are radio common carrier
licensees are subject to more stringent requirements and may have only up to 20% of their stock
owned or voted by aliens or their representatives, a foreign government or their representatives or
a foreign corporation. This ownership restriction is not subject to waiver. Arch's Restated
Certificate of Incorporation permits the redemption of shares of Arch's capital stock from foreign
stockholders where necessary to protect FCC licenses held by Arch or its subsidiaries, but such
redemption would be subject to the availability of capital to Arch and any restrictions contained
in applicable debt instruments and under state law (which currently would not permit any such
redemptions). The failure to redeem such shares promptly could jeopardize the FCC licenses
held by Arch or its subsidiaries (including the Reorganized Debtors following the Merger).


